
ORIGINAL

311 E. Wilcox Dr.
Sierra Vista, AZ 85635

Telephone (520) 458-4691 Fax: (520) 458-6860

Reference: Docket Control E-01575A-08-0328, Decision #71274
e -ti 6`I6 A_ co _ 0453

Dear Sirs,

Respectfully,

Arizona Corporation Commission
Attention: Docket Control
1300 W. Washington St. IS Floor
Phoenix, AZ 85007-2929

Kirby Charm
Chief Financial and Administrative Officer
Sulphur Springs Valley Electric Cooperative, Inc.

The attached are our Updated Equity Projections required by the referenced Docket
Control and Decision. I apologize for the delay.

May 14, 2010

cc: Brian Bozzo, ACC Compliance
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC

2010 FINANCIAL FORECAST

CHANGES

Per docket E-1575A-08-0328

Decision #71274

Last forecast 2008 RATE CASE FINANCIAL FORECAST

Changes :
1. software used - The 2008 rate case forecast was prepared in MSExcel 2003 while

the 2010 forecast was prepared in CFC COMPASS3 version 3.0c, which is a
database software designed and developed by NRUCFC. This software requires
data screen and desired parameter inputs, followed by a "run" process. The
output is in a printable format of paper or pd files and also to MSExcel data
sheets, which returns results only, not formulas. The user cannot access the actual
programs within this software.

COMPASS3 allows parameters or drivers to be entered by year and returns the
resulting ratios, loan requirements, additional revenue requirements, prob ected
expenses, etc. For example, CFC mortgage requires DSC to be a minimum of
1.35. After entering all projection data requirements by year, DSC is calculated
by year. Should DSC for any year fall below 1.35 a DSC driver can be updated
for that year only. A re-running would result in the necessary forecast changes to
meet that years' driver requirement, i.e. additional revenue, increased/decreased
loan amounts, etc. This process can be done for each FUTURE YEAR of the
forecast. The drivers are: DSC, TIER, rate of return, equity level, general iiunds
required and minimum general funds desired. If multiple drivers are used for any
one year the software will return results to satisfy all drivers selected, even if
some exceed the desired rate or level.

2. Projected years 2010-2019

3. Historical data - 2008 & 2009 now has actual data, customers, usage, revenues,
expenses, balance sheet accounts, etc

4. Budget data
a. 2010 has O & M and Capital budgets data
b. 2010-2012 Construction Work Plan (CWP) included

i. Smart Grid grant funds included for 2010-2012 as CIAC
ii. Additional $6,000,000 CREB loan included with 2010-2012 CWP

May2010 forecast changes.doc Page 1 off printed:5/7/2010



SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC

2010 FINANCIAL FORECAST

CHANGES (can't)

Per docket E-1575A-08-0328
Decision #71274

Assumptions:
1. New Rates as approved by ACC in 2009 - decision #71274

2. Usage - each customer class was calculated separately based upon internal
historical and economic predictions

a. Usage growth ranged from (3/4%) for irrigation to 1.2% for small and
large commercial customers

b. # of customers ranged from (3/4%) for initiation to 1.9% for residential

3. Cost of power - blended rate increase of 1% (combined AEPCO and other
sources)

4. Expenses
a. 2010 average annual inflation rate of 3% based on historical costs (basis

for 2010 O&M budget)
b. 2011-2019 costs estimated by COMPASS3 ratio parameters:

i. Transmission, distribution and administration expenses and
property tax as % of plant in service

ii. Customer and sales expenses based on historical rate per customer
iii. Other taxes based on revenue

5. Long Term loan rates and terns
a. Construction - CFC and CoBank 6.5% for 35 years
b. CREB - CoBank .4% for 15 years

6. Post CWP construction expenditures
a. 2013-2015 - $40m per year
b. 2016-2019 - $30m per year

Financial impact of changes:
1. The financial impact of each change or assumption was not measured or tracked

individually or collectively to alive at the 2010 forecast other than the final
results.

May2010 forecast changes.doc Page 2 of 2 printed:5/7/2010
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